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SUBJECT: TONG YANG CEMENT FINANCING 
REF: SEOUL 2815 

1. EXIMBANK HAS AT NO TIME INDICATED WILLINGNESS TO FINANCE 
THE TONG YANG TRANSPORTATION AND STORAGE. THIS WAS NOT PART 
OF OUR CONSIDERATION WHEN THE LOAN/GUARANTEE FOR THE EXPANSION 
WAS AUTHORIZED IN JUNE OF 1973. FIRST MENTION OF THE TRANS- 
PORTATION AND STORAGE WAS IN TONG YANG'S LETTER TO EXIMBANK 
OF JANUARY 24, 1974. AT THE TIME THAT THE LOAN/GUARANTEE 
WAS AUTHORIZED TONG YANG'S RECORD SHOWED THREE CONTINUOUS 
YEARS OF LOSS 1970-1972 TOTALING DOLS 2.7 MILLION. THE DEBT 
EQUITY WAS 75/25, A LEVEL NOT UNCOMMON IN KOREA BUT CON- 
SIDERED POOR BY EXIMBANK CRITERIA. THUS AT THE TIME, WE 
DEPENDED FOR REASONABLE ASSURANCE OF REPAYMENT ON THE GUARANTEE 
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OF THE KOREA EXCHANGE BANK. 
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2. TONG YANG’S 1973 ANNUAL REPORT DOES SHOW EARNINGS OF 
DOLS 509,000 FOR THE YEAR. HOWEVER, THE DEBT EQUITY RATION 
HAS CONTINUED TO DETERIORATE AND NOW STANDS AT 77/23. THE 
PLANT EXPANSION CALLS FOR DOLS 25 MILLION MORE IN DEBT 
INCLUDING THE DOLS 20.7 MILLION FOR THE EXIMBANK FINANCING 
AND NOW THE TRANSPORTATION IS BASED ON FURTHER BORROWING. 

IT IS OUR OPINION THAT THE CURRENT SITUATION CALLS FOR ALL 
THE ADDITIONAL TRANSPORTATION NEEDS TO BE FINANCED BY MORE 
PAID-IN EQUITY. THE BANK HAS NOT PRESSED THIS POINT BUT HAS 
STATED TO TONG YANG IN CABLES SENT APRIL 16, 1974 AND APRIL 
23, 1974, THAT WE WILL NOT STAND IN THE WAY OF OBTAINING THE 
TRANSPORTATION FINANCING (ON ACCEPTABLE TERMS) ELSEWHERE IF 
THEY OBTAIN NECESSARY APPROVALS OF THE KOREAN EXCHANGE BANK 
AND THE KOREA GOVERNMENT. IN DISCUSSING THIS WITH TONG YANG, 
YOU MAY USE THIS INFORMATION AS YOU SEE FIT. RUSH 
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